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but in kind, and " cannot maintain fleets and armies to the
same extent as if every part of it [sc. the country] abounded
in gold and silver ". He stressed " the weight which [the
precious metals] give the nation in all foreign wars " ; and
he claimed that the State benefited " from the greater
plenty of money ... in its wars " l. Adam Smith him-
self recognized the utility of the precious metals as
instruments of exchange, but he criticized Mercantilism
because he believed that no official ' attention' was needed
to " supply us with all the gold and silver " required. This
is an untenable assumption inasmuch as in the seventeenth
century England could not freely import bullion from every
country. After all, the modern device of raising the bank-
rate in order to attract gold from abroad is only the counter-
part of the methods adopted by the Mercantilists to secure
an adequate amount of precious metals for the proper func-
tioning of the economic machine. And when Hume gave
his classical exposition of the self-regulating mechanism
of specie distribution, he demonstrated what would happen
in ' the long run', while the Mercantilists attached import-
ance to ' the short run '. They were concerned alone with
the undeniable fact that changes in the general level of
prices, consequent upon even a temporary decrease in the
quantity of money, may produce serious social reactions and
bring on an industrial crisis 2. Both points of view are
correct, and in this respect it is unfair and misleading to
speak—as it is the common practice—of the ' fallacy' of
Mercantilism. The shrewd business instinct of seventeenth-
century England—" there are able heads in England to
consult on matters in trade ", wrote a correspondent in
1670—was seeking to avert what actually occurred after the
1 Hume, Essays (ed. Green & Grose), i. 310-311, 313, 315.
a Elsewhere Hume (Essays, ed. Green & Grose, i. 315) did point out
that" a nation whose money decreases is actually, at that time, weaker and
more miserable. , . . There is always an interval before matters be adjusted
to their new situation, and this interval is as pernicious to industry when
gold and silver are diminishing, as it is advantageous when these metals
are increasing. . . . The poverty and beggary and sloth, which must ensue,
are easily foreseen ". Yet Hume failed to recognize that this important
admission sensibly diminished the force of his argument (based on ' the
long run') against the mercantilist apprehension of a drain of money.

